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[57] ABSTRACT 

A system and process are described for effecting the expe- 
dited submission into the payment system tor collection of 
funds represented by linancial instruments that arc received 
by a payee at an item capture taciliiy remote from the 
payee's depository bank in which the suhmi.*ision of the 
in.sirumenis intc» ihc payment system is coordinated with the 
payee's internal acci>uniing process and the register of the 
deposit of the instruments with an account at the in.sirunients 
payee's bank. 
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SYSTEM FOR EXPEDITING THE 
CLEARING OF FINANCIAL INSTRUMENTS 
AND COORDINATING THE SAME WITH 
INVOICE PROCESSING AT THE POINT OF 

RECEIPT 5 

RELATED APPLICATIONS 

This application is a continuation-in-part of Application 
for United States Letters patent Ser. No. 08/507,856 filed on 
Jul. 27, 1995, now U.S. Pal. No. 5,583,759, and as a 
continuation of Application for United States Letters patent 
Ser. No. 08/156,190 filed on Nov. 22. 1993, now abandoned. 
Both applications have the same inventor and assignee as the 
present invention and both arc iocorporalcd herein by ref- 
erence for all purposes. 

FIELD OF THE INVENTION 

The present invention relates to a system for expedited 
processing of checks and cash items received by a payee 
with an accompanying payment form at an item capture 
facility lo reduce the time within which such items are paid, 
or returned through the check payment system and the 
payees bank of first deposit, by the payor bank on which 
such items are drawn. 

BACKGROUND OF THE INVENTION 

'I "his invention expedites the processing ot" a deposit by 
the payee of an instrument or payment order into a collecting 
and clearing bank (referred to generally as the payee bank, 
bank of first deposit, or depository bank). Such instruments 
and payment orders are prepared, processed, and submitted 
into the check payment sy.stem and are typically paper 
checks and other cash items. Ilie deposit and collection of 
the funds represented by these instruments are expedited 35 
according lo ihe system of the present invention. Benefits of 
the presciil invention are realized by banking customers that 
receive as payees large numbers of paper checks to process 
on a continuing basis, such as utilities, bill payment 
companies, credit card companies, mail order processors, or 40 
other large commercial entities. 

Typically in the prior art, the deposit and payment of a 
check tendered to a payee for an amount due is effected in 
accordance with traditional procedures for paper-based pro- 
cessing. The drawer (the check writer) establishes an 45 
account containing funds with a bank of the drawer's choice 
(the drawee bank or the payor bank). A check or similar 
financial ia^irumeni Is written agaiast the drawer's account 
in favor of the payee and physically delivered to the payee, 
usually by mail accompanied by the payor's invoice or a .so 
payment stub provided to the check writer that provides 
information about ihe check writer's account with the payee. 
The payee typically indorses the checks and deposits the 
checks in the payee's account at its depository bank or bank 
of first deposit for processing through the payment system. 55 
The checks are ultimately presented ai the check writer^s 
payor bank for payment of the funds represented by the 
instrument. Internal accounting procedures of the payor 
reconcile the invoice and the payment with the payor's 
account with the payee. Tlie payor's acu)unt is identified by 60 
a payment .stub issued by the payee thai the payor returns lo 
the payee with the payment check. Upon receipt of ihe 
check, the payor bank debits funds from the drawer's 
account, and may archive the check or a copy of the check, 
and/or return the check lo the check drawer TTius, the 65 
payment cycle is completed, typically with the paper check 
or financial inslrument making the complete cycle from 
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drawer lo payee, to depository bank, through the check 
clearing systei 11 to the payor bank for archival storage and/or 
return to the check drawer. 

In the conventional check clearing systems, the payee first 
indorses a check and delivers the check for deposit in the 
payee's account at a bank. The depository bank indorses for 
its own account the checks it receives, and sorts and bundles 
the checks. The depository bank prepares a cash letter for 
each bundle of checks sorted, or a cash letter that accom- 
panies a group of check bundles. A cash letter may accom- 
pany a single bundle of checks or more than one bundle of 
checks. A typical cash letter contains routing information, 
the number and total dollar amount of the checks in a 
particular bundle, and optional additional information. The 
cash letters and check bundles arc then introduced into the 
payment system. 

The traditional multiple steps in the processing and physi- 
cally handling checks, and in the preparation and transmis- 
sion of cash letters, result in the float of funds represented by 
the check. Float is the lime cost of money following deposit 
of the check by the payee at the depository bank until actual 
payment of the funds is made by the payor bank from the 
check drawer's account and those funds become available 
for u.se by the payee. If the check is dishonored by the payor 
bank, the check i.s returned through ihe clearing system in 
reverse direction, directly or indirectly, from payor bank lo 
depository bank in urdcr lor the deposilory bank to debit the 
payee's account for ihc dishonored check. The route of ihe 
dishonored check fruiii payor to depository Iiank need nut 
precisely retrace the route of the check from depository bank 
to payor bank, but may be a direct return from payor bank 
to depository bank, or may follow an indirect route. Dis- 
honored checks are caused by insufficient funds in the 
drawer's account, a stop payment order in place for the 
particular check, or oilier rca.sims. 

There are three payment related conditions for funds 
deposited in a jiayce's account at the depository bank. The 
lirst ."iiage is a book credit of funds, denoting checks depos- 
ited by the check payee to its account at the depository bank, 
as noted on the books of the depasitory bank, but not 
necessarily available for use by the payee. The second stage 
is available funds, credited to the account of the payee at the 
depository bank and available for use or withdrawal by the 
payee. The time between book credit and availability of 
funds is determined by federal regulation, bank policy, 
and/or negotiated terms between the bank and its customers. 
The itiird stage is collected funds in which the deposited 
check has been liuriored by the payt>r bank and all risk of 
return or di.shonnr Ls eliminated. 'ITie mosl certain policy 
with regard to funds for a depository bank is to make funds 
available, or withdrawable, only when ihcy have been 
collected . Retlucinglhc lime between the book credit and the 
colleclion of funds is advantageous to bank customers, lo the 
banks and 10 the business community in general by making 
funds more quickly available for productive economic uses. 
Faster collection is an object of the present invention. 

Id the usual sequence of check handling, every iraasferee. 
in ihe sequential chain of the check transit from the check 
drawer 10 the payee and ultimately to the payor bank, the 
previous party from whom the check is received is respon- 
sible lor collection arid payment of the check. I-'ur e.vample. 
ihe payee is responsible lo the bank of fir.si deposit, ihe bank 
of first deposit is respofisible lo the next bank, and .su on. Hie 
lime belween book credit of a check and its colleclion (or 
dishonor) is reduced by the pre.«;cnt invention. Reduced float 
is advantageous lo the payee because it results in the 
expedition of collected funds into the payee's accouiil. 
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Traditional banking practices may inherently delay the abil- collection process. While this procedure achieves an eifi- 

ity of the payee to withdraw funds represented by the check ciency of scale by aggregating and more rapidly depositing 

presented by a payee for collection until the depository bank customer checks to the account of the payee, payment stub 

makes certain that the funds have been collected at the payor processing by the payee, paper check processing by a lock 

bank from the drawer's account. Since the large majority of 5 box manager or bank, and the physical transportation of both 

checks presented for payment are honored by the payor between lock box local ioii, payee and depository bank and 

bank, banking practice does not send a notice honoring a Ihcir final, physical processing in the check payment system 

check, only notice of dishonor. To insure against risk of loss are still conducicil conventionally, slowly and repetitively, 

to the depository bank by a payee withdrawing funds not ^ variation of a lock box procedure is the Payment 

subsequently collected from the drawer's account at the Consolidation Service offered by NBO, N.A. of Detroit, 

payor bank, banking practice requires a waitmg period j^-^j^ ,^ procedure, invoice payments by check and 

sufficient to insure that a dishonored check would be made electronic payments through a bill payment service are both 

known to the depository bank m lime to reverse the depost- ^^^^ j^^^jy ^ depository bank, while the bank transmits 

tory bank's book credit of the funds to the payee's account ^^^^^^ cu.stomer accounting information electronically to 

and to deduct the uncollected funds from the amount of the 15 ^^^^^^ otherwi.se employs conventional bank 

book credit. Use by the payee of subsequenUy uncollected processing procedures for the physical sorting and transport 

funds is, at best, an interest-free loan to the payee even when of checks in the check payment system and/or the processing 

a solvent payee promptly redeposits the uncollected amount electronic pavmcnts. 

in its account at the depository bank. At worst, the entire ; • i- . 1 . .u u 1 

, , , t c t u I ' II «'ui Inc present invention is directed lo the bank customers 

amount ot a check could be lost if the check IS uncollectible, K u • ^ r - . 

. , • u tr J .1 D^^^„,„ D = ,.. (payees) who mamiain customer accounting tunclions mter- 

Receni hanking regulations, such as Federal Reserve Regu- n 111 . .u 

. . L. J .• 1 - u- u 7.^^ na y- Ff^r ^^'^^^^ customers, the present invent ion per- 

ation CC, mandate a shortened time during which a payee ./ ... 1 V . 1 un . 

J % J J A'.^A ^.J.A^ mits the piiyec 10 adapt :ind coordinate mternal bill payment, 

must wait for access to Its deposited and credited tunds. 1 u 1 • i 

^ J- J , F ™.n^^.;„, accounting, and check processing procedures with the pro- 

Thus, expedited procedures for processing and collecting .if . - . 1 u 1 • . .u . , r 

L. J u -ifi .1 , r.. ccdures that introduce checks into the payment svsiem for 

checks reduce the rusk of loss to a depository or subsequent 25 ^^^Hection ' 

collecting bank through dishonored checks. Expedited pro- ^ * 

cedures also benefit the payee -depositor by permitting the Stephens ct. al.. United States Letters Pat. No. .'),2:>7, 1:^9^ 

depository bank more promptly to release funds for payee describes the preparation ol various electronic hies that 

use offering customers more elTectivc cash management. niirror paper .a.^h Idlers and dciail records (checks). The 

-Ihe receipt of lO.OCKl lo 1 ,CKKl,00{) or more checks within 30 ^^^^^^^"^ inveniuHi is directed not to specihc lorms oi elec 

a predetermined period drawn on numerous different banks ^.^^"i^ formatting :.nd arrangement ot the check iniormation 

is not unusual for large businesses such as credit card ^^'^ f^P'^> eiccironi. Iransmis.sion, as is Stephens ei. al. 

issuers, utilities, and mail order processors. In situations ^^^^her. the present invention is directed to an miegraled 

whore laree numbers of checks are involved, the handling of ^V^'^^ i^voWiug predetermined processing sieps^ Begin- 

individual checks and effecting their posting, deposit and 35 "'"^^ ''''''^'^ '^'^ system lacilitates the check 

clearing is a complex multiple step process, additionally P^Y^^ miernal accounting tor checks 11 receives and expe- 

complicaied for the recipient payees of such checks, because ^ 't^^^he How ot check and cash letter information through 

. . I 1^. fv.^ th^ Ml ,, .,e.,,iK- the check payment svsiem as a bank ot Iirst deposit monitors 

a paymeni stub, invoice, order form or the like is usually li^. l 

enclosed along with each paynienl check. The pavec must P'^^'-l ^' 'he bank wuh regard lo .he 

open each envelope, and record, reconcile and separate (he 40 '^^ecks received Any .suaable means lor electronic die 

I f .u u^^N ^,»;,«->nw th^ «,tfTv.*>r.t arrani* emcu t and iraasmtssion is uselul in the present sys- 

pavmeni stub from the check, optionally send the paymeni * 

stub for archival storage (such as on microti Im or electronic 

media) or destruction, and .send the check to the payee's SUMMARY AND OBIECTS OFTIIII 

bank for deposit, collection and credit lo the payee's account ' INVIINTION 

through the check payment system. Thus there exists a need 45 

for a system whereby the conventional deposit and collec- The present invention comprises an inlegratcd system 

tion of funds represented by a check or other financial beginning at a payee 's item capture facility for elfectiiii; the 

instrument may be expedited and the internal processing eCicieni submission of checks and other financial in.stru- 

thereof made more cflicient, particularly for businesses that menus into the paymeni system for collection of funds. The 

regularly receive large numbers of checks and other forms of 50 financial instruments are received by a payee at a capture 

payments from iheir customers. The invention eliminates location remote from ihe payee's collecting and clearing 

repetitive processing steps and begins the check clearing depository bank and arc presented for payniieni through the 

process at the payee's point of receipt as an adjunct to the check payment .system to the multiple institutions on which 

payee's internal accounting. the instruments are drawn. In one erabc^dimeni, electronic 

Ttock box or other means of collection consolidation andj 55 scanning means at a first location established by ihe payee 

^acceleraticTfi^known in the prior art do not achieve the receives the financial instruments, scaas and extracts nec- 

efficiency of the present invention. Typical lock box essary data therefrom including the data of the magnetic ink 

service-s. oflered by cash management divisions of commer- character recognition (MICR) line of the instrument, adds 

cial banks or other entities, commonly entail routing cus- necessary data such as the amount and a document identi- 

tomer payment checks to the payee through a designated 60 tication number to ihe electronic information a.sstfciaied wiih 

posl otijce bo.v. Tlie payments are generally collected from each check, and S^jncbgthisi(gelt £trcin i jj^ ^ in i'ormat ian lo ihe^ 

a post oflice box by the bank or cash management ser\'ice ai ^y>£fii^^epQsi toiyB!n5^ electronic .sorting and 

predetermined time intervals (e.g., several lirnes a day) and proce.ssiiig both with regard to the introduction of the checks 

removed from envelopes. The payment stubs are routed to into the payment system and the ^ed i l^mg_of^tunds rcprc - 

the payee for accounting while the accompanying checks, 65 .sen ted by the checks lo the payee 'Account at the bank, as 

credited lu the accounts associated with particular stubs, are ihe payee prctce.sses the check in its own record of -jccounl 

routed within the depository bank to begin the customary with ihe check payor. In this first embodiment, the paper 
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financial insinimcnts arc typically imaged (dec ironically, 
digitally, opiically-on microfilm or disk, or otherwise) for 
archival storage at the payee's location remote from the 
payee's depository bank, substantially contemporaneous 
with the capture of the financial or other information on the 
instrument. The paper instrument itself may then be dis- 
posed of, eliminating the need for any additional mechanical 
sorting, indorsing or imprinting by either the payee or the 
payee's depository bank. 

Another embodiment of the present invention sends the 
paper checks at'ier processing at the point of receipt from the 
payee's location into the check clearing and collection 
system. Mechanical sorting of the paper checks is performed 
at a first (the payee's) location according lo predetermined 
sort pattern categories specified by the payee's depositor)' 
bank. Indorsements on behalf of the payee and the deposi- 
tory bank with respect to each instrument received are 
applied to each instrument. Other information such as the 
amount and/or a document identification number may also 
be imprinted on the insiruraeni. In the sorting process, a 
mechanical sorter assembles the sorted instruments into 
discrete groups with respect lo predetermined sort pattern 
categories and associates one or more cash letters with each 
assembled group of instruments according to categories 
determined by the payee's bank of first deposit. A commu- 
nication link is established between the payee's location and 
the depository bank. Information pertaining to the checks 
and/or the cash letters in anticipation of a deposit in the 
payee's account corresponding to a cash letter (or cash 
letters) is transmitted from the payee to the collecting and 
clearing depo.sitory bank. A transport means, usually air or 
land, delivers the groups of sorted instruments and the one 
or mnrc c;ish letters frnm ihc payee's locaiion inlo the check 
p;iymenl system on behalf of the payee's depository bank. 

.^central priKre.ssing unit and communication link deter- 
mines the timing of check transport and infonmation trans- 
mi.<isions according to criteria specified by the depository 
bank, consistent with schedules appropriate to the check 
payment system, and monitors the transit of the sorted 
checks. The processing unit also coordinates information 
about the deposit of funds represented by the checks in the 
payee's account at the depository bank in a sequence coor- 
dinated with the timing of settlement in the check payment 
system according to a schedule determined by the depository 
bank. 

It is an object of the pre.seni invention to provide an 
expedited funds deposit and collection mechanism for 
checks and other financial inslrumenLs received by a payee. 

A further object of the present invention is to reduce costs^ 
of collection and deposit of paper instluhients on Ijchalf of 
the payee and payee's depository bank.; 

Another object of this invention is lo reduce the comj 
plexities and requirements for physical transport of financial 
instruments where paper checks and financial insimmenls 
are involved and to reduce the physical transport per se of 
checks in the collection process. 

It is a further object of the present invention lo eliminate 
duplicative data capture steps and multiple handling 
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them, the reduction of errors, adjustments, rejects, balancing 
lime, item haodiing and personnel costs. 

These and further objects of the invention will be more 
readily understood with reference to the following descrip- 
tion of the preferred embodiment taken in conjunction with 
the figures. 

BRIEF DESCRIPTION OF THE FIGURES 

FIG. 1 is a How chart depicting the processing of checks, 
and the electronic transfer of information derived therefrom, 
from the payee lo the depository bank and into the check 
payment system resuUing in the ultimate collection of funds 
from the account of the check writer, as such activities are 
coordinated by processing means at locations of the check 
payee and the depository bank. Paper checks arc not deliv- 
ered into the payment system by the payee or depository 
bank in this embodiment. 

FIG. 2 depicts an embodiment in which paper checks are 
delivered from the payee into the payment system. 

DESCRIPTION OF THE PREFERRED 
EMBODIMENT 

The present invention is a system for processing checks 
and other financial instruments. A check payee, as an agent 
of the depository bank processes the checks at their point of 
receipt as an adjunct t»f the payee's internal invoice account- 
ing system. 'Hie p;iyee performs according to criteria and 
procedures inanclaied by the payee's depository bank, at a 
location remote Imm the bank's conventional collection and 
deposit proce.ssing facilities. The processes of the pre.seni 
invention expedite the processing of checks by !he payee 
and the payee's depository bank/ the .submission of the 
checks for paynieni into the paymeni system; and the deposit 
and availability M funds represented by the checks into a 
depositor's account. 

EX^VMPLE I 

Example I is an embodiment in'vvhich physical paper 
rchccks are not irarisported from the payee's location. Appro- j 
pri ale information from the checks is extracted and coot 
verted into e 1 c ct ro n i c fg r m fo r so ft i ri g, p r o cess i ng and 
transmi.ssion into and through the pay me nl' system. 1lic 
physic ;d checks arc disposed of, typically following imaging 
and archival storage by eleclronic, optical, microfilm or 
other means at the payee's locaiion (or other location remote 
from the depository bank). This cmbodimcnl truncates 
checks at the payee's point of receipt. 

With reference to FIG. I, the check payee and bank 
customer 2 is a public utility such as a telephone company, 
or other busine.ss entity receiving a large number of periodic 
payments from numerous customers. In FIG. 1,'the drawers 
of the check or other financial instrument (the cu.stomersof 
ihe payee) are denoted by C,, C,, C3, . . . C„, collectively 
denoted by I in FIG. I. The check drawers (payors) are 
paying invoices received from the payee and the checks are 
usually accompanied by a payment stub, invoice containing 
in formal if) n about the payee's account, or an order form or 



involved in ihc payee's and the bank of first depo.sit's 60 the like containing relevant inforniaiion about ihe identity of 



handling of ihe .same payment and to coordinate the payee's 
interna! invoice accouniing system wiih the submi.ssion of 
checks received by the payee in the payee's system resulting 
in efficiencies in account processing and in funds collection. 

Other objects of this invention include the elimination of 
duplicative steps of physical processing of checks and 
financial instruments and payment stubs which accompany 
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the payor and llic purpo.sc of the payment. l"or the typical 
case in which the check payee (and hank customer) 2 is a 
utility, credit card company or other large commercial 
enterprise, there may be many ihousands or millions of 
customers 1, submitting paymenls 10 payee 2, often peri- 
odically and typically monthly. The method of payment and 
delivery of payment lo the payee, denoted by 3 in FIG. 1, is 
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typically via the mail. In-person delivery, commercial FIG. 1 also shows ihe accounting function of the check 

messenger, and other forms of delivery of checks to payee payee 5 following the electronic scanning of the data from 

2 are also'utiUzed by some customers. the check 6. Payee accounting 5 may also include the 

' In the present invention, the check payee 2 typicaUy^ processing of payment stubs directly from the payee receiv- 

receives these check payments and associated sUtemenls 5 ing »tem capture function 4 m place of, or m addition to, the 

through a functional component of the receiving organiza- processing of information from the check. The information 

lion known as remittance processing in relaU organizations, flow within the check payee's organization from item cap- 

or deposit processing when received by a bank.cltem capture ture 4 to the check payee accounting function 5 is a matter 

4 in FIG. 1 represents these functions. Item capture 4 will of payee preference, 

typically occur at a location convenient to the payee^s jq In FIG. 1, box 7 indicates the creation of an image of the 

accounting functions 5. Check receiving and item capture check for archival storage 8 prior to possible disposition of 

functions may be located at strategic bill collection points the paper iasirument 9. An image of the physical check is 

within Ihe payee's service region. Most typically, the check created. This image is preserved and may be reproduced as 

receiving and Item capture function of the payee will com- copy of the check for purposes of signature compansonj 

pare a payment stub with the enclosed check and send the ^5 amount verification, etc. if needed. The image may be an 

check on for further processing. The payment stub com- optical or electronic gray-scale or color image of the check 

monly received along with the check is processed further by maintained in archival storage in pixel-by-pixel digital, 

the payee and the funds represented by the check are optical, magnetic, electronic, fully optical or other storage 

reconciled with the check drawcr/payor's account. The stub technology from which information can be derived. Alter- 

may be .stored in archival storage as paper, microfilm, etc.. native .storage mechanisms include microfilm, video tape, 

or olhcr^visc used to account properly for the customer's " User di.sc or other tape or direct image storage technology, 

payment. Payment stub processing and internal accounting This functional block 8 ot RG. I ls not limited to any 

procedures for the reporting and allocation of payments, are particular technical embodimeiii; a form ot image ot the 

an adjunct of the funds collection system of the invention actual physical check is stored, capable ot later retrieval, 

l^^^^j^ ^ from which detailed intormaiion related to the check and its 

FIG 1 relates to an embc.diment of the present invention ' visual appearance may be di.splayed: Following the storage 
in which ,paper checks or similar instruments are not for- of ^"heck, dis^xisai of the paper mstrumenl 9 may .K-cur. 
warded by the payee for processing through the depository Di.sposal of ihc physical paper chbck (by destruction, 
Uahk or payment system. Because physical transport of recycling, etc.) :il (he location o\' the payee 9 occurs in one 
checks is not required, mechanical sorting of the paper' 30 embodiment of ihe present invention. Termmaimi; the trans- 
checks received is not necessary: The cmbodimeni of FIG. port of ihc physical paper check at a point in the collection 
f uses electronic transmission' of information related to and clearing process before return lo the check writer i.s 
eleclronically sorled Inlbrmation about checks received and) termed truncation of the check at that point beyond which 
electronic cash letters related lo the particular groups of the check is not physically seni. whether ihc check is 
s*;)rted checks, 'l^ereforc. sc»riing, reconciliation, etc.. Is ,5 physically tie.stroyed or placed into archival .storage. In 
effected by electronic means without the need for mcchani- practice, the physical checks may not be destroyed, but may 
cal processing or deliver/ of physical paper checks. . be placed in vvarehou.se storage tor a period determined by 

Following receipt and item capture bv the payee, the banking policies. Dispositl 9 ot the paper checks may 
check will advance to C^anning and processing in the; involve either the physical destruction of the instrument or 
electronic scanning block 6 of FIG. I . In this step, the check 40 archival storage ot the paper check m addition to imaging 7 
is scanned by a suitable reader. (TTiis processing step may of the check and the storage S of the image in a space- 
also include verification of the data collected electronically ^ eOkieni hirm. 

by human operator compari.son of the electronic data with Other truncations are consistent with the present invention 
the physical check and the payment stub.) The data thus resulting in more cfleclivc check collecting proces.ses tor 
collecl'ed will lyijicallv include the MICR (Magnetic Ink 45 both the payee and the depository bank. Truncation at the 
Character Recognition) data from the MICR lines of the point ol'sale is an embodiment in which the MICR line, and 
checks. The amount of ihe check and a date will also be check amount (and optiunal additional intormaiion) is 
collected (optionally verified by a human operator) and extracted from the check for electronic transmis.sion. For 
included with the-^electronic record to be associated with retail establi.shments .such as grocery chains and the like that 
each check. In the lypical practice of the invention, felec-^ 50 receive large numbeis of point of sale checks, the present 
tronic indorsements oil behalf of the payee and the dcpo.si-^ invention is applicable with the item capture location of the 
tory bank will be applied lo the electronic record of the payee being the point of sale check receiving estabhshmenl. 
check; and a document identification number will also be Point of sale capture may, but need not necessarily, include 
generated and added to the electronic record of the check to imaging of the check- 
aid in subsequent location and retrieval of the information 55 Other truncation schemes are possible in which ibe physi- 
c^yiterning the particular check. This information t>pically cal paper check is sent beyond the payee to the depository 
collected from the MICR line and the check amount is bank, or to the payor bank, or elsewhere in the check 
referred to as bank information, llic payment .stub informa- collection system. 

lion compri-ses the information necessary to the payee The image lunciion 7 is depicted in FIG. I separately 

derived from the payment stub to reconcile the payment with 60 from the electronic scanning function 6 for clarity in graphi- 

the check payor's account with the payee. cal depicliun. llie electronic .scanning for exiraciion of the 
Becau.se this embodiment does not forward paper checks^ data from the MICR line, etc.,may be combined with the 

into the payment system, there is no need for the check imaging of the check to reduce check slacking, feeding, 
amount to be added to the MICR line of the physical check positioning and other mechanical manipulation steps for the 
as is a common procedure in current check processing 65 proper iteni.s. Whether scanning 6 and imaging 7, in FIGS, 
operalioas. Aniuunl imprinting is not necessary in this 1 and 2, are combined in J)ne piece of equipment, or mure 

emiHtdiment of the present invention. dian une, is a matter of convenience. 
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In FIG. 1, the image 7 is stored al ihc payee's location in 
an archival storage facility 8. However, this image of the 
check may also be transmitted electronically to the bank 
along with ihe other information extracted from the check- 
The amount of information in the image is typically greater 
than the transactional information extracted from the MICR 
tine and is added to the electronic record of the check. Thus, 
transmifsion of the image requires greater communication 
capacity than transmission of the transactional check data 
alone. 

The'informalion from the electronic scanning 6 performed 
at Ihc-paycc'S location is transmitted via a suitable commu- 

Cnication link 11 to the dcpository^bank 10. At the"dcpository 
bank, ihc appropriate adjuslmcnts of the payee's account 
balances by the depository bank are carried out 13. The 
payee's account is credited with the appropriate amounts as 
such arc compiled by the payee and the information thereof 
is received electronically from the payee. The electronic 
check information is sorted- and routed via 14, with appro- 
priate electronic information added thereto to insure proper 
routing through the payment and clearing system loathe 
appropriate payor bank. Electronic, in format ion of the sorted 
checks transmitted for particular payor banks, the equivalent 
of a cash letter, is included with each electronic bundle of. 

^checks. ' 

T^ie electronic check information as sorted, grouped and 
annotated 14 by the depository hank is sent via an appro- 
priate comtnuntcatinn link 15 into the payment system 12. 
The pavinenl sysicin 12 includes clearing institutions such 
;is ihc Tcdenil Reserve Banks, correspondent banks, llie 
N;ili()n:il Clearinghouse Association (described in United 
States Inciters Pal. No. 5,265,(KJ7), ihe electronic check 
clearing house organization (described in Stephens et al., 
supra), and like mechanisms, liaving a direct relatioaship lo 
the check payment system, the collecting and clearing 
depository bank 10 is considered a part of the check payment 
system. 

TTic payment system 12 receives checks from depository 
bank 10 and other banks of first and sub.sequent deposit (not 
depicted on FIG. I) intended for various payor banks, B,, 
B,. B, . . . B,„ collectively denoted as 16 in FIG. l-L'^^ej 
check information from the payment system 12 reaches the 
appropriate payor banks 16. for proper debiting of the ; 
^accounts of check writers t thus completing the payment 
cycle. In the event of dishonor of a check by a payor bank, 
the process rever.ses as to the collection of the dishonored 
check, and this information may be transmitted electroni- 
cally back through payment system 12 (or by more direct 
means of reversal) to depository bank 10 for unwinding the 
transaelion and for debiting of the payee's account as to the 
dishonored check. 

.Modilications of the system of FIG. 1 arc apparent to 
those with skill in the art. For example, electronic sorting, 
routing, grouping and preparation of electronic cash letters 
may be merged completely at the payee's location 6 with the 
depository bank's function 14 comprising the extracting of 
cash letter information as the electronic transmission passes 
through c-ommunication links. 11 and 15. The electronic 
information thus extracted by the depository bank would 
enable the updating of the depository bank's account bal- 
ances for the payee. Checks written by check writers C,.. . 
. who are also cu .vomers of the depository bank 10 would he 
cleared and appropriate fund iranslers made immediately at 
the depository bank. Conversely, minimal processing may 
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The'image 7 is transferred via a communication link 11 from 
) payee 2 lo depository bank 10 for fin .1 information 
processing and archival storage. This cmOodinient may be 
particularly suitable when the payee is a retail establishment 
5 receiving numerous point of sale checks but lacking internal 
amounting facilities. 

The timing of transmissions between payee 2, depository 
bank 10, and the payment system 12, typically occurs 
according to predetermined schedules established by the 
10 bank, the payee customer of the bank and/or the payment 
system itself. Communications between payee 2, depository 
'^bank 10, and the payment system 12 will be under the 
control of a central control/processor unit 17 according to 
criteria established by the depository bank. This cxintrol unit 
15 coordinates, synchronizes, times and avoids interference in 
and among the various communications involving the 
depository bank and the payee and insures compliance with 
.schedules necessary for the check payment system. 

FIGS. 1 and 2 show a single control unit 17 at the location 
~^ of the depository bank 10. Alternatively, it may be conve- 
nient to have the control function at the payee's location 2 
or to split the control function between processors located at 
the payee's k)ca(ion, the depository bank's location or 
elsewhere, provided, however, that the bank determines the 
control, coordinanon and transmi.ssion protocols and the 
submission ami collection of funds o\xr the pavnient system 
12. 

The present invciiiiun depicted in FIG. I is contra.^ted 
with the tradition;!! cheek payment and pntce.ssing proce- 
dures in which funds represented by checks received for 
payment of an anKiunt are matched with the eustomer'.s 
invoice or account inkmally and the physical paper cheeks i 
^a re indorsed aiid plrvsically transported to' the depository 
bank for deposit in ihe payee's account. Ctmvcnlionally, the 
depository bank repeats the reading, sorting, indorsing and 
packaging the phy.sical checks \\n submi.ssion into the 
payment sy.siem according to the depository bank's pre- 
ferred sort pattern categories. Cash letters arc then prepared 
by the depository liank, a.ssociated with the bundles of soned 
checks and together they are introduced into the payment 
system to complete tlie processing. The invention depicted 
in FIG. 1 does not require physical .sorting, bundling or 
indorsing of the pajx;r checks or "tran.sportation of the 
^, physical checks fronuhe payee to the depository bank. Only 
a single mechanical processing of the physical checks dunny 
the scanning operation 6 at the payee's location is required. 

EXAMPLC II 

50 In the examjile tiepicted in FIG. 2. electrcmic transfer and 
rprocessing of payments occur and paper checks follow at 
some later time ft»r confirmation, reconciliation and storage 
by the payor bank and/or for return lo the drawer. Paper 
checks in this sy.siem arc truncated at a point beyond the 
55 bank of first deposit, usually at the payor bank, where the 
checks are stored or imaged for archival storage and option- 
ally disposed. 

In the example of FIG. 2, checks or other paper hnaneial 
in.strument.s are received by payee 2 from numerous check 
60 writers I via the mail or other delivery means 3 as described 
in conficclioii with L:.\ain[)!e I. The checks are received al 
item capture site 4, .scanned 6, accounted for 5, and imaged 
7, in a iiianner explained with respect lo Fxarnple 1 . Because 



the physical paper checks arc prescr\ed, imaging and/or 
he performed al the payee's location and the steps of item 65 storage of the images are not necessary unless the image is 
capture, scanning, imaging, sorting, and depositing into the transmitted along with other bank information and used fi-r 
payment sy.stem could be performed at a different location. long term archival .storage. 
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The processing steps, and modifications Ihcrcto, are 
essentially unchanged i .ample 2 when compared with 
the all-electronic i.iOccAo.uj; of Example 1. Electronic infor- 
mation scanned from the check at 6, is transmitted via 
communication link 11 to depository bank 10 for sorting, 5 
processing, and bundling 14. This information is entered in 
the payee's account 13. The bundled eleclroDic check infor- 
mation and accompanying electronic cash letter information 
arc forwarded into the payment system 12 via communica- 
tion link 15 under the bank's control through processor 17, 
all essentially as described in connection with Example 1. 

The embodiment of Example I, however, is one in which 
the physical paper check^is presented through the payraenti 
system 12 for delivery to one of the payor banks 16 (or 
otherwise truncated at some point within the payment sys- 
tcm beyond the check payee). The paper check follows the 
electronic information previously transmitted via 15 into the 
paymcnl system 12. 'Fhus, this embodiment is a paper-to- 
foilow system providing rapid processing of the essential 
financial and accounting information represented by clcc- 
tronic records of the checks. The physical checks follow 
thereafter. The paper check in this embodiment is processed 
by indorsing, sorting, bundling, routing, and the generation 
of a physical cash letter to accompany the physical bundle 
(or bundles) of checks through the payment system. Indorse- 
mcnLs to checks on behalf of the payee and the bank of first 
deposit arc applied to the check by a payee at the payee's 
location. 

Ill FIG. 2, the paper checks are shown to be sorted by 
sorter l.S in sort pal tern categories del er mined by depository 30 
bank 10. The deposilory bank may require sorting according 
to pailern categories of check volume in a predetermined 
geographic area, the financial institution(s) on which the 
checks were drawn, the geographic or commercial area of a 
bank thai will othcnvise accept a check for clearing and 35 
collection, or other sort pattern categories. The various 
categories into which the checks are thus sorted arc denoted 
schematically by pockets 19 in the sorter of FIG. 2. In this 
embodiment, proces.sing 18 will typically include indorsing 
the checks, both for the payee and for the depository bank 40 
at the payee's location. An institutional indorsement is 
cc»nventiona|]y applied as a payment in.struction and 
includes the identity of the indorser on the reverse side of a / 
check. 

'llie mechanical processing of checks at payee's location 45 
IS will also include the generation of physical cash letters 20 
10 accompany the bundles of sorted checks into the payment 
system 12. The bundles of checks with accompanying cash 
letters are physically transported into the payment system by 
means of any conventional, customary or useful transport 50 
means 21 for processing by the payment system 12 accord- 
ing to conventional procedures. 

Here, the electronic processing of the funds represented 
by the checks precedes, and typically does not wait for, the 
arrival and processing of the physical paper checks. Thus, 55 
the information relating to the potential availability of 
drawer funds in the payor bank 16 is expeditiously made 
known through the payment system electronically to the 
depository bank 10. T^e paper checks follow directly from 
the payee, on behalf of the depository bank, directly into the 60 
payment system, also in an expedited manner according to 
the present invention, since separate sorting and indorsing 
by the payee and the depository lunk arc combined into a 
single sorting and indorsing function 18 at the payee's item 
capture facility. 'Ilie separate transport of paper checks to 65 
deposintry bank 10 is unnecessary. The liming of steps is 
synchronized and coordinated with re^^^cct to (a) the check 



payee 2 and the bank of first deposit 10 via communication 
link 11, (b) the check payment system 12 with respect to the 
indorsing and sorting of checks 18 and 19, (c) the transmis- 
sion of check MICR information via communication link 15 
and the submission of doubly indorsed checks into the 
payment system 12 via physical transportation 21, and (d) 
the payment of funds represented by the checks (or the 
dishonor of a check) by payor banks 16. Coordination under 
the direct control of the depository bank, according to 
criteria establi.shed by the bank, insures availability to the 
payee of deposited funds in compliance with federal 
regulations, depository bank policy, and/or contractual 
agreement between the payee and the depository bank. 

In the prior art, once the check payee 2 processed and 
indorsed the paymcnl checks received to reconcile its own 
and its customer's accounts, the payee would physically 
transport the indorsed checks to its depository bank 10 
where the payee maintaias an account and the checks would 
be deposited to the credit of the payee's account . The 
depository bank, being the bank of first deposit, would 
separately indorse the checks on its own behalf and submit 
the checks into the check payment system resulting in the 
ultimate payment of funds represented by the checks from 
the check writer's account at payor banks (or the dishonor of 
the check). In ihat process, the bank of first deposit would 
apply its own inddr.scmenl lo (he checks already indorsed by 
the payee and would physically sort the checks and prepare 
any accompanying ca.sh letter for delivery into the check 
payment system where .settlements with other financial 
institutions on which the checks were drawn would be 
effected. Such a seillemeni involves the physical transport 
and exchange of tiic checks, and a calculation of aggregate 
amounts owing and payable by participants in either a 
bi-lalcral or multilateral .settlement at a predetermined lime. 
/Vi'tcr settlement, ihe payor bank would physically have 
custody of the check and would conventionally process the 
check for iis cusuuncr's account. 

In contrast, the present system provides that the check 
Tpayee 2 in its own processing of the checks, at a site distant' 
from the location of the depository bank 10, indorses the 
check for payment buih on its own behalf and on behalf of 
the bank of first deposit where the check payee 2 maintains 
an account and deposits the funds represented by the check. 
In its processing of the checks, the payee will typically add 
the check amount to ihe MICR line and date information 
about the check. The indorsed checks are .sorted by the check 
payee in accordance with predetermined .sort pa Hern catego- 
ries 19 selecled by the depository bank and the payee 
prepares a ca.sh letter 20 in the name of the deposilory bank 
for each group or bundle of checks within ihe predetermined 
sort category. 

The particular oriler of operations shown in FIG. 2 is not 
intended lo exclude other equivalent sequences. For 
example, the electronic .scanning of the checks 6 may be 
performed by the same physical equipment at substantially 
the same time as the mechanical sorting and indorsing 18 
and 19, and the preparation of cash Icttcoi 20. Other modi- 
fications will be obvious to those of skill in the art. 

Improvements in etficiency and time, and a reduction in 
paper handling is achieved by the system of the present 
invention as compared wiUi the repetitive instances of 
physical handling, multiple transportation, and duplicative 
sorting indorsement encountered in the prior art. Delivery of 
^physical items to the bank of first depasit is eliminated. 'l\vo ; 
ihdorsemenis of tlie check are applied at ihe same lime; 
in-ilead of Iwivjc at ihe dificrenl Incalions of the payee jiid 
the bank (»f firsl deposit, Tlie payec/cuslorner applies the 
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bank endorsement on behalf of the bank. The faster collcc- by a central processing unit and communication link 

tion of funds, to the benefit of the payee and the bank in the bctwccn/among the parlies involved in the check payment 

check coHccting and clearing sequence is achieved. process. In this manner the timing of the physical transport 

•mus. the system accelerates the check c«llection process «f 'he instruments for submission into the check payment 
by eliminating the need for, and the time consumed by. the ^ syste/" ^ control led by the depository bank and the delivery 

f . , r 1 . J u I J .u by the payee of the sorted checks mio the check payment 

physical transport of checks to the depository bank and the ^^^^^ u confirmed and verified to the bank by the payee 

subsequent physical transport of the checte and submission ^^^^^^ ^^^.^ y^^^ ^^^^ ^^^^^ p^^^^^^ ^^^^^^ 

of checks into the check payment system by the depository recording of the check deposit as withdrawable funds in 

or the coUecting and clearing bank. Separate sorting and payee's account with the depository bank is thus coor- 

capture of information by both the payee and a bank of hrst (MnMcd with the timing of the issue of a credit to the bank 

deposit Ls eliminated. The inler-relationship of the deposi- ^hen the checks arc cleared through the check payment 

tory bank, or the coUecting and clearing bank, with the sorter system and the bank's account in the payment system is 

and indorsement a pp lie r is effected by electronic communi- credited with funds received. The transport of bundled 

cations and a control system of processing computers at one instruments and the associated cash letters fi-om the payee's 
or each of the bank and the payee. The cash letters for the 15 ite^ capture facility location to a payment system receiving 

sorted checks on behalf of the collecting and clearing bank point is effected by conventional ground or air delivery, 

are prepared at the remote customer/payee's location. Physi- In certain circumstances, it is desirable to verify the ca..h 

cal items that formerly required double handling, first by the letter or bank information at one or more stages. For 

customer/depositor and then by the collecting and clearing example, the imago of the check produced as 7 in FIG. 1 and 
bank are now singly handled at the point of receipt at an item 20 FIG. 2 may be verified, electronically or manually, wuh the 

capture facility where the beginning of the check clearing chcck-by-chcck bank information cxiraclcd electronically 6. 

process also includes the introduction of the check and In another embodiment, the electronic cash letters generated 

pavmeni stub information into the customer/payee's own 1^ or 6 are compared with the electronic bank mformation 

account records. Not only is the collection of funds than one location, by more than one piece of 
, . , . . „ • ■ ,^ , «i ««w^^ IS equipment, and,or hy more than one human operaior. Veri-^ 

expedited, but because the system is integrated at the payee , " f . , ■ , , i 

• , , • . 1 „T- ^AA^A :ncation or phvsical cash etters 20 aoam-si e ectronic baiik^ 

sue with the payee s own internal accounting system, added \ ^. . J:- , r. . i 

„. . . ^ ■! fi-M * A f I mtormation and/or the imaces ot tlie checks' themselves IS 

efticjencie.^ to the overall process of bill payment and funds , _ ^ ^ ^ . ., . 

. , u u u .u 1 .u u 1 f also an auapiatjonol the present invention. When imaties arc 

collection are achieved both by the payee and the bank of . , , , ^ . . ,- • - 
first de osii - transmitled iljrough the ccirnmunicaiions links 11 and 15, u / 
' ' . "^0 becomes easier for mulliple verifications to be m:idc com- 
As handling Ls reduced, redundancy is eliminated, cost is ' .^^^-^^ ^^^^^ intnrmalion and cash letters with each other 

reduced and errors caused by duplication and the transfer ^^-^^ ^^^^^^ image itself/ Although daia cncryplion is 

and handling of numerous checks are also reduced. The ^f^^pi,,^,,, , ,,.,.„ri,v measure in electronic funds transfer 

checks arc forwarded according to prcdeiermined sort pat- p,,^^,,,^.^} additiv>nal data checks and verilica- 

lern categories into the check payment system as established ^^^^^ ^^^.^^ ^^ ^^^^ tran.smis.sion svstcm enhance 

by the collecting and clearing bank. Hence, with reierence to " ^^.^^^.^^ communications links, with a 

Example 1 and a local utility as an assumed payee, most of encrviniun procedure for each, allow ifrc compari- 
the checks received by the utility would likely be drawn on ^^^^ verification of the bank information at both ends of 

banks in the utility .ser^'ice area, and the clearing ot the ^j^^ p.^^^jj^j^ encrypted traasmi.ssions. 

checks would be effected through the local check payment ^. .u * ' • r i - ■ i . a .u 
».uv^,ivj vulu , . ^ . , T • , • 40 Given the torcgoing disclosure, U is evident thai the 

system. Tlie collectinii and clearing bank, il in a location u r. .i . i u i u ■ i , i i . 

, . P • , f benefiLs ot the svsiem described herein may be extended to 

other than that of the uti ity, maintains an electronic link for - . - i . •.- • u- u i 

uiuvi iiiau .uai v/i u.v u v , . , numcrous ivpcs ol commcrcial activities in which a volumc 

settlement purposes for participation in that local check r u i • ■ i -n i i u i . r. 

pLup H t checks is received. Tlie examples described a utility ;is a 

payment system. payee. The lienefils of the present invention will be most 

The payees in Example 1 and in Example 11 may also apparent to hank customers that receive a large number of 

establish and maintain an archive on bchalt ol the depository periodic check pavinents from numerous of their own cus- 

bank far the received checks, as well as for it.selt, whereby tomers. Individual hanks ihemseives may establish a rela- 

each check received by the payee is imaged and assigned a tjonship with a liank using the present invention. In this case, 
unique document idenlificalion number for retrieval pur- J the depository hank 10 in FIG. I and FIG. 2 would be a bank 

PP^s. Qf second (or later) deposit, receiving electronic 

Thus, the invention provides a system for efl'ecting the information, and/or checks from another bank as its cus- 

deposit of checks and the collection of funds represented by lomer 2. The depository bank 10 would be an outsource 

checks that are received by a payee at a location remote from processor for the other bank. There is no essential change in 

the payee's depository bank and presented for payment to present invention whether the bank ciLsiomcr 2 is a 

multiple institutions in the check payment system. commercial entity or itself a depository bank for commercial 

A communication link between the payee and the deposi- entities, 

lory bank enables the payee to report to the bank the Having described the invention in detail, those skilled in 

information about the checks and cash letters and permits the art will appreciate that, given the present disclasure, 

the bank, upon receipt of the information,jo anticipate in the modifications may he made to the invention without depart- 
bank a deposit in the payee's account. Typically, when the 59 ing from the spirit of the inventive concept herein described, 

bank receives confirmation that it has received credit for the Therefore, ii is [loi intended that the scope of the invention 

cash letter through the check payment system, it makes4he be limited 10 the S|^cihc and preferred embodiments illus- 

funds available to the pa>^:e, although other contractual trated and described. Rather it is intended thai the scope of 

arrangements between particular payees and its depositor)' the invention be determined hy the appended claims, 
bank may be negotiated. 65 What is claimed i.s: 

Hie liming of communications and the .scheduling and 1. A mechanism for effecling the deptisit and submi.ssidn 

contirmalion of check processing activities are coordinated into a payment .system of financial irislrumenis k\i the 
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collection of 6nds represented by financial instruments, 
containing financial information about a payment, the finan- 
cial instruments being drawn on different payor institutions 
and received, accompanied by a payment stub identifier, by 
a payee at a location convenient to a payee's item capture 5 
facility and remote from the payee's depository bank, com- 
prising the interconnected: 

a) scanner ai the location for scanning each financial 
instrument and deriving financial information from 
each of said instruments and converting said informa- 
tion into\a first information record as io each said 
instrument; 

b) means for associating said financial information with 
the payee's records of accounts based upon information 
derived from the payment stub accompanying the 
instrument for further processing by the payee; 

c) imager for creating a second record translatable inib a 
visually perceptible image of each of said financiaF 
irisiruments; 

d) an archive for storing said records; 

e) first comraunicaiion link between said location and said 
payee's depository bank for transmitting said financial 
information from said loc ation to said depository bank; 
for triansrrf itting^p.r,oc£^^litrol instruct i from said ^ 
depository bank to said location; and for epmmulfical- ^ 
ingivferifiGatiDn^bf "transmission and.re^y;jpijpf«informa"^ ^ 
tio n and instai.c tionS'hetween'the*loGatiQn>and,ihe;bank; j 

f) processor for adding document identifiers and routing 
information to the first information record of each 
instrument 10 create a unique record thereof; 

g) sorter for separating said unique records into predeter- 
mined categories determined by the depository bank 
and for asscmbhng bundles of said unique records into 
the categories and associating Sitid bundles with elec- 
tronic cash letter inromiation; 

h) second communication link between one or both of 35 
said location and the depository bank and the payment 
system for transmitting said bundled records accompa- 
nied by their respective cash letters into said payment 
system for ultimate payment by the payor institution for 
each of said instruments; and, 40 

i) controller for controlling and coordinating transmis- 
sions between said first location, said depository bank 
and said payment system in accordance with predeter- 
mined criteria established by the bank. 

2. Ihc system of claim 1 including means for adding to a5 
the record of each instrument an indorsement indicia on 
behalf of each of payee and the bank. 

3. The system of claim 2 wherein said financial informa- 
tion comprises the information from a MICR line on said 
check, the amount of said check, and a document identifi- 50 
cation number. 

4. A system as in claim I wherein said imager at said 
location creates an electronic image of each of said financial 
instrumcnis for transmission of said electronic image over 
said first communication link to said dcpwasitory bank. 55 

5. A system for effecting the submission of financial 
instrumcnLs into a payment system for the collection of 
funds represented by the instruments and for crediting the 
instrumcnis payee's account at a depository bank with the 
funds represented by the instrumcnis, the instruments being 60 
drawn on different institutions and received by a payee with 

a payment form at an item capture facility remote from the 
depository bank where the payee maintains an account, 
comprising: 

a) a scanner at the item capture facility for scanning 65 
infill malion irom said instrumcnis and converting said 
information into a iransmittablc representation thereof; 



b) means for associating said information with the payee's 
records .if v:oounts corresponding to the payment 
form; 

c) means at said facility for applying to each of said 
instruments a separate indorsement on behalf of each of 
said payee and said depository bank; 

d) a sorter at said facility for sorting said financial 
instruments according to predetermined sort pattern 
categories determined by the depository bank for 
assembling sorted instruments with endorsements 
thereon into bundled groups with respect to the prede- 
termined sort pattern categories; 

c) a means at said facility for preparing al least one cash 
letter for association with each bundled group of instru- 
ments; 

f) means for assembling information scanned from the 
instruments into a transniittable record with respect to 
each instrument in a correspondence with the bundled 
groups iind cjish letters for communication lo the bank; 

g) transport means for delivering said bundled groups of 
sorted instruments with associated cash letters from the 
facility into said payment system; 

h) a communication link among said facility, the deposi- 
tory bank and the payment system tor transmitting 
information concerning said instruments, the bundled 
groups and c;isli Idlers; 

i) a controller for coordinating the transmi.ssions of infor- 
mation :tni(ini; ihc capture facility, the dep{i.*^ilory bank 
and the payuK-nt system and for coordinating the deliv- 
ery of the instruments and ciLsh letters into the payment 
system according to criteria determined by the deposi- 
tory' bank and for crediting the payee's account at the 
bank with regard to said instrumcnLs. 

6. The sy.stem of claim 5 wherein said financial instru- 
ments comprise checks having MICR lines. 

7. The sysiem of claim 6 wherein said information com- 
prises information from said MICR line and the amount of 
said check, and a document identification number is applied 
to said check and the transmittable record thereof. 

8. The sysiem of claim 5 wherein a printer applies 
information representing the amount of the check to the 
MICR line of each of said checks. 

9. The sysiem of claim 5 including an imager at the 
facility for creating an image of each of said financial 
instruments, a storage archive for maintaining such images, 
and meaas for delivering the images from the facility to the 
archive. 

10. The sysiem of claim 5 further comprising means at 
said first location for preparing said at least one cash Iciter 
in an electronic form and in a printed form. 

11. AprcK-ess for coordinating the receipt of a multiplicity 
of payments by check, the check being accompanied by a 
payment t'orm a.ssociated with the check and for effecting the 
recording of a deposit of the check at a depository bank and 
for submitting the check into a payment system for the 
collection of funds represented by the check, the check being 
drawn on different institutions, comprising: 

a) providing an item capture facility al a first location 
convenient to the payee for receiving said check and 
payment form a.ssociated with the check; 

b) scanning said received check at .said first location, and 
extracting bank information therefrom, and converting 
said bank information into a Ira asm it table record 
thereof; 

c) a.sst»cialing payee identiticaiion and payment account 
infoririaiiou derived troin said payment torin wiili 
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information scanned from said check and processing 
said payment account information in the payee's inter- 
nal accounting system; 

d) imaging said check at said first location and creating a 
slorable image of each of said check; ^ 

c) storing said images of said check; 

f) disposing of said check; 

g) electronically transmitting said bank information with 
regard to each check in the form of the transmit table 
record thereof from said capture facility to the deposi- 
tory bank; 

h) sorting the records about each check according to 
predetermined criteria established by the depository 
bank; bundling groups of sorted records and adding 
electronic cash letter information to said bundled 
groups of records; 

i) delivering the records of said bundles and cash letters 
into the check payment system for clearing at the payor 
bank on which each of said checks is drawn; 20 

j) coordinating the delivery of the records of the bundles 
and cash letters into the payment system with the 
recording of the check as a deposit in the check payee's 
account at the depository bank; and 

k) controlling the u-ansmissions and delivery of informa- 25 
tion between the capture facility, the depository bank 
and the payment system according 10 a predetermine 
schedule established by the bank. 

12. The process of claim II wherein the scanning of 
in forma lion comprises scanning the MICR line of the check 
and ihe process further includes associating the amount of 
the check and a document identification number with the 
MICR line information. 

13. The proces.s of claim U wherein the imaging of the 
checks is in one of an electronically or optically readable 
format. 

14. The process of claim 13 further comprising transmit- 
ting said images of the checks to the depository bank. 

15. A process for introducing financial instruments into a 
payment system for the collection of funds represented by 
the instruments, the instruments being drawn on different 
institutions and received by a payee at an item capture 
facility convenient to a payee and remote from said payee's 
depository bank, the financial instruments representing pay- 
ments to the payee accompanied by a payment form asso- 
cialing a payment with an account of the check drawer with 
the check payee, comprising: 

a) scanning said financial instruments at said facility and 
extracting MICR and payment amount information 
therefrom, and converting said information into a trans- 
mittable representation thereof; 

b) associating payment account information from the 
instrument with an accc^uni of the check drawer main- 
tained by the payee; 

c) imaging said financial instruments at said facility and 
creating a retrievable stored image of each of said 
instmmcnls; 

d) disposing of said instruments; 

e) transmitting the information scanned from said instru- 50 
mcnls from said facility to said depository bank; 

f) adding a document identifier associating the scanned 
information derived from each instrument to the record 
thereof and adding payment system routing informa- 
tion to said record; 65 

g) Stirling al Ica.sl one of the .scanned information and 
payment svstcin routing information associated with 



the instruments into predetermined categories; assem- 
bling the information about a group of instruments in a 
same category; and preparing a bundled assembly of 
such information into an electronic cash letter; 

h) maintaining a record between the item capture facility 
and the depository bank of the instruments received al 
said facility and the information about said instruments 
transmitted and recording the information about said 
instruments with regard to the payee's account at the 
bank; 

i) communicating the electronic cash letter and informa- 
tion about the bundled groups of records of instruments 
into the payment system for clearing each of said 
instruments; and, 

j) coordinating transmissions among the facility, the 
depository bank and the payment system in accordance 
with a schedule determined by the bank. 

16. A proce.s.s for coordinating the receipt of financial 
instruments at a payee's item capture facility with payee's 
proces.sing of the instruments and the collection of finds 
represented by the instruments through a payment system 
with the recordation of the deposit of such instruments in an 
account maintained by the instruments payee at the payee's 
bank of first deposit comprising; 

a) associating the instrument received with a record of 
account of the drawer of the instrument with the payee; 

b) extracting payment system information from the instru- 
ment and converting said information into a transmit- 
tablc record thereof; 

c) .sorting the iiLStrumenls at said facility according to 
predetermined sort pattern categories determined by 
the bank in accordance with destination points a.ssoci- 
ated wiili the [}aYmeril system and Iraiisniitling the 
payment sysicni in format ion about said records to tlic 
bank; 

d) indorsing at said facility each of .said instruments with 
separate indorsement on behalf of each of said payee 
and said bank; 

e) sorting the instruments bearing said endorsements with 
respect to said predetermined sort pattern categories 
and assembling the sorted instruments into one or more 
bundles a.ssociated with each category; 

f) preparing al .said facility at least one cash letter asso- 
ciated with the one or more bundles of sorted instru- 
ments and delivering the one or more cash letters and 
associated one or more bundles into the payment .sys- 
tem; 

g) confirming the delivery of I he at-Ieast-onc-cash letler 
and bundle into the payment system to the bank and 
reconciling said delivery into the information about 
said records transmitted to the bank; and, 

h) moniioring the clearing of said insiniments in the 
payment system such that funds collected represented 
by the check are credited as received to the payee's 
account at the bank upon collection. 

17. The process of claim 16 wherein said financial instru- 
ments comprise checks and the payment system information 
comprises the MICR lines on the checks and the process 
further includes adding the amount of the check to the MICR 
line of the check iK'fore the checks arc delivered into the 
payment system. 

18. Tlie process of claim 16 in which the physical delivery 
of the checks in die process of clearing the check through the 
payment system Ls truncated. 
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